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THREE ESSAYS ON HUMAN CAPITAL, MIGRATION AND RURAL 
DEVELOPMENT IN DEVELOPING COUNTRIES 
 
Abstract: This dissertation studies several important issues in developing countries. The 
first essay focuses on rural-urban migration and rural entrepreneurship in China. I find 
that depending on the initial human capital level, policies aiming to advance human 
capital may have different impacts on migration. Even though return migrants help raise 
rural labor demand and wages, the income inequality between the urban and rural areas is 
not eliminated and migration is persistent. The borrowing constraints limit the size of 
rural non-farm businesses and slow down the development of the rural industry. The 
second essay studies the dynamics of rural-urban migration income and rural non-farm 
business ownership in China, applying a dynamic bivariate probit model to the China 
Rural Households Survey Data. The positive correlation between receiving migration 
remittances in one period and operating rural non-farm business in the following period is 
explained by correlated unobserved heterogeneity. A negative state dependence between 
receiving migration remittances and operating rural non-farm businesses can be justified 
by the time and labor constraints facing rural households. The third essay provides a 
theoretical study of teacher absenteeism, a severe phenomenon in many less developed 
countries. I focus on several policies, such as labor taxes, financial penalties, and 
teachers’ wage rate, to examine the short-run and long-run effects of these policies on 
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y∗1,it = y1,i(t−1)γ11 + y2,i(t−1)γ12︸ ︷︷ ︸
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+x′itβ1 + ξ10 + ξ11y1,i0 + ξ12y2,i0 + xiζ1 + α1i︸ ︷︷ ︸
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+u1,it
y∗2,it = y1,i(t−1)γ21 + y2,i(t−1)γ22 + x
′
itβ2 + ξ20 + ξ21y1,i0 + ξ22y2,i0 + xiζ2 + α2i + u2,it
2
34




 	  
	





 	 	   
	
 	 		
  α1i  α2i 




  α1i  α2i  	 

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 uj,it ∼ N(0, 1), j =
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  Θj *
Θj ≡ [γj1, γj2, β′j , ξj0, ξj1, ξj2, ζj ]′, j = 1, 2 #%%+%(
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f(y1,it, y2,it|wit,Θ1,Θ2, α1,i, α2,i)
= Φ[q1,it(witΘ1 + α1,i), q2,it(witΘ2 + α2,i); q1,itq2,itρu]
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ΠTt=1f(y1,it, y2,it|wit,Θ1,Θ2, α1,i, α2,i)
= ΠTt=1Φ[q1,it(witΘ1 + α1,i), q2,it(witΘ2 + α2,i); q1,itq2,itρu]
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qj,it = 2yj,it − 1, j = 1, 2 #
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ΠTt=1Φ[q1,it(witΘ1 + α1,i), q2,it(witΘ2 + α2,i); q1,itq2,itρu]f(α1, α2)dα1dα2
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  	  f(y1,i, y2,i|wit,Λ)
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f˜(y1,i, y2,i|wit,Λ, αs11 , αs22 ) 
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mj(x˜t, y˜t−1, c; Θˆ) = E[Pr{yj,it = 1|xit = x˜it,yi(t−1) = y˜i(t−1), cji}] #
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E[mj(x˜t, y˜t−1, c; Θˆ]
= E[E[mj(x˜t, y˜t−1, c; Θˆ)|c]]
= E[E[Pr{yj,it = 1|xit = x˜it,yi(t−1) = y˜i(t−1), cji}|c]]
= E[
∫
Pr{yj,it = 1|xit = x˜it,yi(t−1) = y˜i(t−1), ci}f(c|yi0, x˜it)f(c)dc]
= E[
∫
Pr{yj,it = 1|xit = x˜it,yi(t−1) = y˜i(t−1),yi0}f(α)dα]
= E[
∫
Φ(y˜1,i(t−1)γˆj1 + y˜2,i(t−1)γˆj2 + x˜′itβˆj + ξˆj0 + ξˆj1y1,i0 + ξˆj2y2,i0 + xiζˆj1 + αji)f(α)dα]
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[Φ(1 ∗ ˆˆγj1 + y˜2,i(t−1) ˆˆγj2 + x˜′it ˆˆβj + ˆˆξj0 + ˆˆξj1y1,i0 + ˆˆξj2y2,i0 + x′i ˆˆζj1)
− Φ(0 ∗ ˆˆγj1 + y˜2,i(t−1) ˆˆγj2 + x˜′it ˆˆβj + ˆˆξj0 + ˆˆξj1y1,i0 + ˆˆξj2y2,i0 + x′i ˆˆζj1)]
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1− ζ + ζm ]
γ1 ;
D1 = B2π(1− ζ + ζm)π−η2 ;
D2 =
α2(1− τ)(1− ζ)
1− ζ + ζmt +
α2[(1− τ)κ+mt − ρmψ+1t κ]ζ
1− ζ + ζmt .
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Last updated: July 11, 2010 
Department of Economics, Indiana University Email: jlliu@umail.iu.edu 
Wylie Hall 105             liujialu512@gmail.com 
100 S. Woodlawn Ave.  Phone: (812) 679-8998 
Bloomington, IN 47405-7104 Web:    http://mypage.iu.edu/~jlliu/ 
 
EDUCATION  
 Ph.D., Economics, Indiana University                                               July 2010
 M.A., Economics, Indiana University                                                               June 2008
 B.A., Economics, Huazhong University of Science and Technology               June 2005
 B.S., Mathematics, Huazhong University of Science and Technology             June 2005
RESEARCH SPECIALIZATION 
 Growth and Development, Macroeconomics, Chinese Economy, Applied Econometrics 
TEACHING SPECIALIZATION 
 Macroeconomics, Chinese Economy, Statistics, International Economics, Public Finance 
RESEARCH EXPERIENCE 
 
 Research Assistant, Center for Econometric Model Research, Indiana University                





 Associate Instructor (Full Teaching Responsibility) 
  
 Statistical Analysis for Business and Economics                                           Spring 2010
 Principles of Macroeconomics                                                                           Fall 2009
 Statistical Analysis for Business and Economics                                        Summer 2009
 Statistical Analysis for Business and Economics                                        Summer 2008
 Principles of Macroeconomics                                                                           Fall 2007
 Principles of Macroeconomics                                                                    Summer 2007
  
 Teaching Assistant (Conducting Review Sessions and Discussions; Grading) 
 
 Principles of Macroeconomics                                                                           Spring 2007
 Principles of Macroeconomics                                                                               Fall 2006
     
 Principles of Macroeconomics                                                                           Spring 2006
  
 Graduate Assistant (Grading; Assisting In-class Activities) 
 
 Intermediate Macroeconomics                                                                        Summer 2006
 Principles of Macroeconomics                                                                               Fall 2005
WORKING PAPERS 
 Human Capital, Return Migration and Rural Entrepreneurship in China 
 Migration and Rural Non-farm Business in China: A Dynamic Bivariate Probit Analysis 
 Teacher Absenteeism, Human Capital, and Growth (with Gerhard Glomm)  
AWARDS-SCHOLARSHIPS 
 Frank T. Bachmura Award for Excellent Research in Development Economics, Indiana 
University, 2010 
 Alumni Associate Instructor Award for Excellence in Teaching, Indiana University, 2010 
 Full Assistantship, Indiana University, 2005–Present 
 College of Arts and Sciences Graduate Fellowship, Indiana University, 2005 
 National Scholarship for University Students, China, 2004 
CONFERENCES 
 Present in the 6th Annual Workshop in Macroeconomic Research in Liberal Arts 
Colleges, August 2010 (upcoming) 
 Presented in the 85th Annual Conference of Western Economic Association International, 
Portland, June 2010 
 Presented in the 2009 Chinese Economists Society Annual Conference, China, June 2009 
 Presented in the Ninth Annual Missouri Economics Conference, University of Missouri-
Columbia and Federal Reserve Bank of St. Louis, March 2009 
 Presented in the National Conference for Academic Disciplines, University of Nevada 
Las Vegas, 2009 
 Presented in the Jordan River Conference, Indiana University, April 2008 
PROFESSIONAL AFFILIATIONS 
 American Economic Association 
 Western Economic Association International 
 Chinese Economist Society 
LANGUAGES 
 
 English, Chinese 
COMPUTING 
 







Gerhard Glomm Michael Kaganovich 
Professor of Economics and Department Chair Professor of Economics 
Indiana University Indiana University 
100 S. Woodlawn Ave. 100 S. Woodlawn Ave. 
Bloomington, IN 47405 Bloomington, IN 47405 
Phone: 1-812-855-6160 Phone: 1-812-855-6967 
Email: gglomm@indiana.edu Email: mkaganov@indiana.edu  
  
Pravin K. Trivedi  
Distinguished Professor of Economics  
Indiana University  
100 S. Woodlawn Ave.  
Bloomington, IN 47405  
Phone: 1-812-855-3567  






Paul Graf Willard E. Witte 
Lecturer of Economics Associate Professor of Economics 
Indiana University Indiana University 
100 S. Woodlawn Ave. 100 S. Woodlawn Ave. 
Bloomington, IN 47405 Bloomington, IN 47405 
Phone: 1-812-855-2543 Phone: 1-812-855-2080 
Email: paulgraf@indiana.edu  Email: witte@indiana.edu 
 
 
 
  
 
 
